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EDITORIAL DEPARTMENT NOTE 


In the February 15, 1934 issue of the Bulletin there was published 
the text of a bill then before the House of Representatives which 
provided “for the establishment and maintenance of a standard system 
of cost accounting and cost reports for the executive departments of 
the United States.” While that bill never became law, the movement 
for cost accounting in the Federal government has continued and a 
somewhat similar bill was introduced in both the Senate and House 
at the last session of Congress. Our first article deals with the pro- 
visions of this bill. 

The joint authors of this article, Albin B. Voegele and Charles H. 
Towns, are respectively a staff member and partner of the public 
accounting firm of Loomis, Suffern & Fernald. Mr. Voegele is also 
a member of the Bar of the State of New York and a New York 
C.P.A. Prior to entering public accounting with his present firm, Mr. 
Towns had a variety of business experience, including two years with 
the Cost Accounting Section of the U. S. Army Ordnance Division. 
He is a member of the American Institute of Accountants and a 
former member of the New York State Board of C.P.A. Examiners. 
Both authors are members of the Brooklyn Chapter, and Mr. Towns 
is a Past President of the New York Chapter. 

Many new problems have arisen for industrial accountants as a 
result of Federal and State social security laws. One of the most 
important fields requiring study at the present time has to do with 
the effect of the merit-rating provision of the various state unemploy- 
ment compensation laws and the part of the accountant in controlling 
and reducing payroll taxes. The second and third articles in this issue 
of the Bulletin should be helpful in the study of this field. 

The author of our second paper is W. E. Odom, proprietor of 
William Odom Associates of Chicago. Mr. Odom is a graduate in 
electrical engineering of the University of Oregon, and, prior to estab- 


lishing his own practice as a professional consultant in industrial . 


relations in 1932, served as Instructor to Department Heads in the 
Personnel Department of the Western Electric Co. for six years and 
as Director of Industrial Relations for the National Metal Trades 
Association for eight years. Mr. Odom is at present specializing in 
the control of costs under unemployment compensation and similar 
regulatory laws. 

W. Leonard Donovan, author of our third article, has had his own 
ublic accounting practice in Springfield, Mass., for the past six years. 
Prior to establishing his own practice, he served as Superintendent 
of the Hampden Knitting Co., Cost Accountant for the Bay State 
Thread Works, and as a staff member of Scovell, Wellington & Co. 
in Springfield. Mr. Donovan is a Massachusetts C.P.A. and has been 
active in the management of the Springfield Chapter of N.A.C.A., 
which he is now serving as President. 
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COST ACCOUNTING FOR FEDERAL AGENCIES 


By Albin B. Voegele, Staff Member, 
and 


Charles H. Towns, Partner, 
Loomis, Suffern & Fernald, New York, N. Y. 


BILL was introduced in Congress at the session recently 

ended which will naturally attract the interest of the members 
of the National Association of Cost Accountants. The Clark- 
Shannon Bill* was introduced and referred to the appropriate 
committees in the two Houses of Congress at the last session, and 
can be taken up by these committees at their discretion at subse- 
quent sessions. It may have an important influence upon cost ac- 
counting if it becomes law and cost accountants should know of 
it and determine whether they want to urge its enactment, advise 
changes in it or oppose it. The bill, known as Senate bill 59, was 
proposed by Senator Bennett Champ Clark of Missouri. A similar 
House bill, No. 109, was introduced by Congressman Shannon. Its 
title states that it is a bill ‘to provide for the establishment and 
maintenance of a procedure for cost accounting and cost reporting 
for Federal agencies.” The Comptroller General of the United 
States is directed to prescribe the forms, systems and procedure 
for cost keeping and cost reporting in accordance with the act, 
which contains definitions of the terms “total cost,” “direct labor,” 
“direct material,” “direct expenses” and “overhead expenses.” 
These will be discussed later. 


Background of the Bill 


In 1931 the United States Chamber of Commerce appointed a 
special committee to ascertain the form and extent of government 


‘Steen to the introduction of this bill, Senator Byrd submitted a 
resolution (designated officially as Senate Resolution 150) which has an im- 
portant bearing on this subject. This resolution directs the Secretary of the 
Treasury to prepare and submit to the Senate complete financial statements 
of government corporations and agencies listed in the resolution. The finan- 
cial statements of each of these agencies or corporations are to include 
among other things a statement of assets and liabilities, a statement of the 
accounting principles used in preparation of the statements, and a statement 
of revenues and expenditures for each fiscal year since organization, and 
other matters, which, if presented, will give the Senate much of the informa- 
tion which is sought through the enactment of the Clark-Shannon Bill. 
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competition with private business. In May of 1932 Congress took 
cognizance of the attitude of business on this question and also ap- 
pointed a special committee of the House of Representatives to 
investigate the matter. This committee held public hearings in 
about ten of the leading cities, hearing 625 witnesses, some of 
whom came from as far as the Panama Canal, Honolulu and 
Puerto Rico. Forty-four volumes of testimony were taken by the 
committee. As a result of this testimony Congressman Shannon 
introduced in the House of Representatives a bill known as H.R. 
6038 (which was in many respects similar to the present bills 
known as S. 59 and H.R. 109, and from which the latter have de- 
veloped). Starting in February 1934, hearings on H.R. 6038 were 
held before the Committee on Expenditures in the Executive De- 
partments, at which trade association representatives, accountants 
and representatives of governmental departments testified. Mr. 
F. R. Fletcher appeared for the National Association of Cost Ac- 
countants. The attention of the committee was directed repeatedly 
to items not included or not disclosed under the government's 
methods of cost accounting. The trade association representatives 
emphasized these shortcomings in connection with competition be- 
tween the government and private business. The accountants, both 
professional and those representing the government, favored the 
bill on grounds of efficiency and economy. The men from execu- 
tive departments of the government generally opposed the bill, 
some on the ground that it would result in added cost (contrary to 
the opinion of experienced accountants ), some on the grounds that 
cost accounting was of value only for departmental management, 
for which they already had what was needed, and some because 
they apparently believed that the “by-product” theory on which they 
computed costs of work done with equipment which must be kept 
in any event, would not have proper consideration under the bill. 
One of the accountants who testified indicated a belief that the 
government executives opposed the bill because they objected to 
changing the methods to which they had become accustomed. 


Results Expected from Improvements in Cost Accounting 


Perhaps the best indication of results intended and expected by 
the proponents of the bill is to be found in a quotation from the 
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investigating committee’s report, to be found on pages 6 and 7 of 
the report on hearings on H.R. 6038, as follows: 

The committee recommends that the Government departments and 
agencies be required by the Congress to install and maintain a uniform 
system of accounting, containing all the elements of cost finding which 
the best practice has sanctioned for public utilities and private industrial 
and commercial enterprises. 

The committee believes that the results of such a system of accounting 
would be invaluable to Congress in considering appropriations for public 
works and similar projects, as well as in considering proposals for the 
continuance and maintenance of existing Government departmental, in- 
dustrial and business activities and in passing upon new undertakings 
which may be submitted for congressional action. 

The establishment of such governmental accounting methods will also 
make possible a comparison between public and private costs of pro- 
duction and of service. 


Governmental Functions to Which Applicable 


To those of us who may think of the Federal government in 
terms of troops drilling, Congress in session or the Bureau of In- 
ternal Revenue in action, there may seem to be little need of cost 
accounting. Others who are better acquainted with the production 
and construction work at arsenals and navy yards may more 
readily accept the need of cost accounting. 

Probably few of us, however, would expect to see such a diver- 
sified list of operations as is given on pages 4, 5 and 6 of the re- 
port of hearings previously mentioned. It includes, to mention a 
few items only, an abattoir, bakeries, bridges, chapels, cemeteries, 
clubs, cold-storage plants, dams, dredging, drydocks, ferries, gar- 
ages, gymnasiums, heating plants, hotels, ice houses, landing fields, 
laundries, office buildings, pigeon houses, power plants, printing 
plants, railroads, restaurants, riding halls, schools, sewers, shops, 
swimming pools, telephone lines, theatres, vessels and warehouses. 
The list from which the foregoing samples were taken was pre- 
pared in 1932 or 1933. No doubt a corresponding list as at the 
present time would include more activities, both in number and in 


kind. 
Need for Cost Accounting 


As illustrating the need for cost accounting which will provide 
more accurate information, there is shown on page 10 of the re- 
port on hearings, certain testimony of Congressman Wood before 
the Investigating Committee, which reads in part as follows: 
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Some time ago I asked the Department to furnish me with a 
survey of the operating costs of these transports. Mr. Hurley was 
away, and Mr. Payne sent a report. In that report he takes nothing 
into consideration for the original cost, nothing for the upkeep, nothing 
for the overhead. 

That is the situation with the transports. They charge nothing for 
original cost, nothing for upkeep, and nothing for replacement. The 
report showed that they were operating at a profit of $3,000,000 a year. 
It was so ridiculous that I asked the Bureau of Efficiency to make a 
survey. This was refused, because they said that I had no business, as 
chairman of the committee, to do such a thing, and that it could only be 
done by resolution of Congress or a resolution of the whole committee. 

They wouldn't let the Bureau of Efficiency in there. They had a 
survey made themselves by officers at the War College, and that survey, 
after giving everything they possibly could give to the Army in its 
favor, showed they were operating at a loss of $3,000,000 instead of a 
profit of $3,000,000. 

One of the justifications they had for the transports was that they 
transported one of these large guns manufactured in Washington. They 
said that it would cost more than $100,000 to transport that gun from 
here to the Philippines. I took occasion to have an estimate made as 
to what it would cost to transport that same gun, and it would cost just 
a few dollars over $5,000. 





Numerous other examples might be taken from the report. Most 
of the others would show less striking discrepencies, but they are 
nevertheless substantial. 

A more recently published indication of the need for better cost 
accounting by the Federal government is brought out by General 
Hugh S. Johnson in the New York World-Telegram of May 26, 
1939. His brief but sharp comments relate to a report of the gov- 
ernment-owned Inland Waterways Corporation which operates 
barge lines on certain rivers in competition with railroads. He 
states that the report will show a net profit from operations of 
$1,000,000 for 1938 and that it “is publicizéd as an instance of a 
government corporation ‘paying its own way.’” General Johnson 
cites figures of Mr. Pelley, President of the Association of Amer- 
ican Railroads, stating that the Inland Waterways Corporation did 
not take into account in computing this “net profit of $1,000,000” 
interest on $24,000,000 financing by the government which at 4 
per cent would amount to $960,000. If it had to pay taxes as do the 
railroads there would be approximately $300,000 more. Carrying 
charges in cost of river improvements would be about $6,400,000 
and another $3,500,000 for upkeep of channel or right of way 
which are all paid by the government. With these items plus free 
postage, free rent of government buildings and other exemptions 
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such as personal injury claims there is a government subsidy esti- 
mated at $11,500,000 “to get a paper ‘net income’ of $1,000,000.” 


Provisions of 1939 Bill 

The Clark-Shannon bill, in its first section, provides that after 
its enactment no Federal funds shall be expended to pay operation, 
maintenance or other costs of any facility while it is used for pro- 
duction of “supplies, materials, articles, things, or services” which 
may be procured from private sources for less than production 
cost to the Federal government, unless the government agency of- 
fers, in competition with private bidders, a bid or estimate which 
shall include “every reasonable item of cost incurred by private 
bidders for the subject matter of competition.” 

Section 5 of the bill requires every Federal agency to prepare 
an annual report “on all work undertaken or articles or things 
produced during the preceding fiscal year,” showing the relation 
of costs to “estimates submitted.” These are presumably the esti- 
mates mentioned in the first section of the bill. These provisions 
obviously would require Federal agencies to keep records of costs, 
classified at least according to the estimates submitted. 

Section 2 defines the term “Federal agency,” making it clear 
that it is intended to include all executive departments, commis- 
sions, bureaus, government-owned corporations and the municipal 
government of the District of Columbia, but to exclude the legis- 
lative and judicial branches. 

Section 3 defines the terms “total cost,” “direct labor,” “direct 
materials,” “direct expenses” and “overhead expenses.” The defi- 
nitions are generally similar to those which might be given for use 
by a private manufacturer. Section 3 further provides that “over- 
head expenses” or “administrative expenses” allocable to two or 
more projects are to be allocated to the projects on a fair and 
equitable basis “in accordance with bases commonly accepted and 
followed in cost-finding for private industry.” 

Section 4 specifically requires that every Federal agency keep 
cost records clearly showing the charges made for each item and 
showing by schedule or reference the basis of allocation of any 
overhead charged. This section calls for showing separately costs 
incurred against the current year’s appropriations and those which 
apply against apropriations other than for the current year. It 


97 








N. A. C. A. Bulletin September 15, 1939 





provides, further, for full and clear disclosure of any item or items 

not included which would be charged in the cost to private indus- 

try for similar production or operation. 

As previously mentioned, Section 5 would require annual re- 
ports, relating costs to estimates previously submitted, and also 
that losses through dismantling or abandonment of equipment, etc., 
used in production and the relationship of such losses to deprecia- 
tion charges be shown. 

Under Section 6, the reports required by Sections 4 and 5 are 
made public documents available for inspection. Section 7 would 
make the Comptroller General of the United States responsible for 
carrying the Act into effect and for promulgating “such reasonable 
rules and regv!ations as may be necessary.” 

From a review of the background of the bill it seems clear that 
it is intended to provide more reliable information as to govern- 
mental costs than is now compiled and to make such cost data 
available to the public. It is contemplated that having such infor- 
mation would place conditions of competition between the Federal 
government and private industry on a sounder factual basis, that 
it would result in efficiency and economy in operation of the ex- 
ecutive branch of the government, and would furnish more re- 
liable information to Congress and to the citizens of the country 
generally. 

The principal specific objections to the present cost accounting 
of the Federal government may be summarized as follows: 

1. Costs now available include only those based on current 
outlay in cash and do not include other costs actually in- 
curred but paid in a prior or subsequent period (prin- 
cipally depreciation). 

2. At present there is lack of disclosure of costs which priv- 
ate industry must incur but which are not incurred as 
such by the Federal government. Local real estate taxes 
is an example of this type of cost. 

3. Federal government costs are inaccurate because ma- 
terials and supplies purchased and charged to one 
“project” are transferred and actually used on another. 

4. It is implied (but not expressed) that costs are not in all 
cases stated in relation to units of product or service. 
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As previously stated, the representatives of executive depart- 
ments object to the intent of the bill on grounds which were more 
commonly encountered in industrial plants thirty, twenty or even 
ten years ago than is the case today. If the bill eventually becomes 
law, then we may hope that a rule of reason will be followed by 
those who install and operate the cost accounting systems, to avoid 
excessive refinements, interference with essential departmental op- 
erations and expense. On the basis of experience with cost ac- 
counting in private industry and in connection with some govern- 
mental functions we may expect cost reductions which will at least 
equal the expense of the cost acccunting work, with other advan- 
tageous results in the form of more reliable and understandable 
information for the guidance of Congress and the interested 
citizens. 

No attempt is made here to say whether this bill is ideally suited 
to its purpose. Improvements might be suggested: It is not at 
present clear to whom the Federal agencies shall report, and there 
is room for doubt as to whether all Federal agencies or all Federal 
agencies engaged in production are required to establish cost ac- 
counting systems, or whether the law affects only those agencies 
which are covered by its first section. It does appear, however, 
that improvement in the Federal government’s cost accounting and 
cost reports is needed. 
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HOW SHOULD UNEMPLOYMENT COMPENSATION 
COSTS BE HANDLED? 


By William E. Odom, Professional Consultant 
in Industrial Relations, Chicago, IIl. 


T IS said that a good cost accounting system makes possible the 
direct measurement of the efficiency of management in con- 
ducting the operations for which it is responsible. Included in 
most such systems may be found means to determine profits 
(if any) ; to establish standards ; to show costs of individual parts, 
products and operations; to detect loss and waste; to provide a 
sound basis for an operating budget ; to keep track of inventories ; 
to control scrap and defective materials ; to control administrative 
expenses ; to detect inefficiency in the use of tools and equipment ; 
to control idleness of machines and labor; to establish a basis for 
the diffusion of manufacturing, sales and administrative burden ; 
to formulate and control incentive systems of wage payment; to 
determine economic loss in production, purchases and shipments ; 
etc. 

In these the cost accountant is thoroughly at home, and the treat- 
ment accorded a particular item in one system can be understood 
and appreciated by any good accountant. 

Taxes, although sometimes presenting knotty problems, are not 
shrouded in mystery, but from the various means in use for dis- 
tribution of unemployment compensation costs, it is apparent that 
there is no unanimity of opinion as to where these fit in the gen- 
eral concept of cost accounting. To a large extent this nonunifor- 
mity may be traced to basic differences in the various state laws, 
but to a larger extent, perhaps, the confusion may be traced to a 
misunderstanding of the true nature of unemployment compensa- 
tion laws. 


Early History of Unemployment Insurance 


Altogether too often unemployment compensation is considered 
as a means of alleviating the evils of widespread unemployment, 
whereas nothing could be further from the truth. Lest this sound 
too critical, it must be admitted that there is a striking parallel in 
programs advocated for preventing unemployment, and in the 
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means suggested for the control of unemployment compensation 
costs. For example, immediately after the panic of 1893, the Com- 
monwealth of Massachusetts created a “Board to investigate the 
subject of the unemployed.” The report of that Board, presented 
in 1895, listed the following recommendations: 


Removing residents of cities to the counties and farms. 
Removing the competition of prison labor. 

Reducing hours of a day’s labor. 

Restricting immigration. 

Extending industrial education. 

Establishing free employment offices. 


Aun &wWhH 


With very few additions, this list could well represent a sum- 
mary of the thinking of 1939. 

In 1905, an unemployment insurance system was adopted in 
France. A similar plan was launched in Norway in 1906. In 1911, 
the first compulsory unemployment insurance system was launched 
in Great Britain. The appearance of the first proposals for State 
Unemployment Insurance in the United States occurred in 1916, 
when a bill was introduced into the Massachusetts Legislature. 
The first Congressional proposal was made in that same year. In 
1917, legislative proposals were made in New York, Pennsylvania 
and Wisconsin. The famous Huber Bill failed of passage in the 
Wisconsin Legislature by one vote in the 1921 session. By 1931, 
agitation for State Unemployment Systems had spread to seventeen 
states. In that year thirty-one separate compulsory state systems 
were proposed. It was during 1931 that the voluntary efforts of em- 
ployers to spread available employment as widely as possible led 
to a concept of a new approach to the problem. Professor John 
R. Commons of the University of Wisconsin suggested that the 
efforts of employers to “spread the work,” to “create” employment 
and to prevent unnecessary hardships by purely voluntary action 
would be more effective and considerably less costly, if their pro- 
grams were organized and systematized. 


The Wisconsin Act 


Late in 1931, the Wisconsin Legislature passed the first act 
establishing a state-wide system of unemployment reserves. 
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Signed by the Governor early in 1932, the objectives of the Wis- 
consin Act as set forth in the new law were: 

Unemployment in Wisconsin has become an urgent public problem, 
gravely affecting the health, morals and welfare of the people of this 
state. The burden of irregular employment now falls directly and with 
crushing force on the unemployed worker and his family, and results 
also in an excessive drain on agencies for private charity and public 
relief. The decreased and irregular purchasing power of wage earners 
in turn vitally affects the livelihood of farmers, merchants and manu- 
facturers, results in a decreased demand for their products, and thus 
tends partially to paralyze the economic life of the entire state. In good 
times and bad times unemployment is a heavy social cost, now paid 
mainly by wage earners. Industrial and business units in Wisconsin 
should pay at least a part of this social cost, caused by their own 
irregular operations. 

The economic burdens resulting from unemployment should not only 
be shared more fairly, but should also be decreased and prevented as 
far as possible. A sound system of unemployment reserves, contribu- 
tions and benefits should induce and reward steady operations by each 
employer. 


The structure of the Wisconsin Act clearly indicated that it was 
intended to extend a certain degree of protection to employees in 
certain occupations, not for the purpose of relieving widespread 
unemployment. 

Employers subject to the Act were required to set aside, by 
means of systematic contributions, a definitely limited sum of 
money to be used solely for the payment of scheduled “benefits” to 
such of their employees as became partially or totally unemployed. 
The contribution rate was fixed at 2 per cent on the “defined pay- 
roll” and so closely resembled a tax on payrolls as to ultimately 
suggest that means of financing unemployment compensation sys- 
tems in other states. 

After the passage of the Wisconsin Act, but before it became 
operative, proposals for state systems of unemployment insurance 
financed by payroll taxes began to appear in the various state leg- 
islatures. 


Employees Covered by Wisconsin Act 

The Ohio Manufacturers’ Association and the Industrial Asso- 
ciation of Cincinnati made an investigation early in 1932 of what 
effect the then proposed unemployment insurance law would have 
on gainful employment in Ohio. As a part of the study, the em- 
ployers were asked for the following information: “The number 
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of employees on our payroll, including part-time workers, is 
Of this number we would probably lay of if an unemploy- 
ment insurance system was operating in Ohio and no hardship 
would result.” Two hundred and seventy-five employers replied to 
the question, and the study concluded that “considering all replies 
as fairly representative of Ohio employers, it is apparent that if a 
compulsory state unemployment benefit plan was operating in our 
state, there would be an additional amount of unemployment over 
and above that actually prevailing of 24 per cent of the present 
working forces.” 

What has been the actual effect of the Wisconsin law? When 
contributions first became payable on July 1, 1934, it applied to 
approximately 4,000 employers who had in their employ 10 or 
more persons. The number of employees employed by these em- 
ployers was approximately 400,000. Five hundred other employ- 
ers of 10 persons or more became subject to the Act during 1935. 
During 1936, the law was extended to approximately 2,700 em- 
ployers of 8 or more persons. During 1937, 1,200 employers of 8 
or more persons became newly subject. In 1938 nearly 1,600 em- 
ployers of 7 or more employees began to contribute under the law. 
During 1939 an additional 2,000 employers having 6 or more per- 
sons on their payroll became subject to the Act. During 1939, 
therefore, the law applies to about 12,000 employers, but the num- 
ber of employees subject to the Act is approximately 460,000 
persons. 





How the Wisconsin Act Operates 


At the present time business conditions are undoubtedly better 
than they were on July 1, 1934, hence it is reasonable to conclude 
that one of the first effects of an unemployment compensation sys- 
tem is to increase the amount of prevailing unemployment by con- 
centrating the available work into a smaller number of hands. That 
is to say, the number of persons actually out of work does not de- 
crease as a result of an unemployment compensation law, but may 
actually increase, as employers do not welcome the additional costs 
entailed in adding unnecessary employees to their payrolls. 

Why this is so should be perfectly obvious. To illustrate, con- 
sider what happens when an employee is released following a spell 
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of employment. The \Visconsin Act requires that employers estab- 
lish a reserve fund equal to 16 yer cent of their annual payroil. 
Many Wisconsin «mployers, at the beginning of 1939, were found 
to have paid into the fund an excess of contributions from benefit 
charges of an amount equal to 10 per cent of their annual payroll. 
These employers are not required to make any contributions to the 
unemployment compensation fund during 1939. Should an em- 
ployee be added to the payroll during 1939 and released after a 
spell of employment, such unemployment benefits as he might be 
entitled to on becoming unemployed are chargeable to the account 
of the employer for whom he has been working. The amount of 
benefits charged to the employers’ reserve serves to reduce the bal- 
ance therein, and accordingly it may be found, at the end of 1939, 
that the employer no longer has in-his account an amount equal to 
10 per cent of his annual payroll. He would be required, then, to 
resume contributions to the fund in order to restore the balance to 
the 10 per cent level so as to be required to make no contributions 
in the succeeding year. 


On the whole, it may be said that when an employee is released 
from his employment under the terms of the Wisconsin law, the 
unemployment benefits he may draw represent an extra cost to the 
employer over and above the actual wage paid to the individual 
while he was on the payroll. Some employers, therefore, elect to 
treat unemployment benefits charged to their accounts as a de- 
ferred wage, and actually charge the benefit payments to the oper- 
ation on which the employee was engaged while in employment. 


The Pooled Fund Type of Provision 


The same idea is followed in other states having experience rat- 
ing provisions in a pooled fund law. In Ohio, for example, em- 
ployers were required to contribute to the unemployment compen. 
sation fund during 1936 at the rate of .9 per cent of their gross 
payroll. During 1937 the rate was 1.8 per cent. During 1938, 
1939, 1940 and 1941 the rate is 2.7 per cent. At the end of 1941 
an employer who has had an annual payroll of $1,000,000, will 
have contributed $135,000. This amount is in excess of I2 per 
cent of the employer’s payroll, but is less than 15 per cent; there- 
fore his contribution rate during 1942, under the experience rating 
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provision of the Ohio Act, is fixed at 1.5 per cent. Paying into the 
fund at this reduced rate during 1942, this employer will have ac- 
cumulated contributions in his account equal to $150,000. Since 
this represents 15 per cent of his annual payroll, the employer in 
the subsequent year will be required to make contributions at the 
minimum rate of I per cent. 


The foregoing contemplates no charges against the employer’s 
account for unemployment benefit purposes. In the event, how- 
ever, that one or more of this employer’s workers become partially 
or totally unemployed at any time between January 1, 1939 and 
December 31, 1942, any unemployment benefits that he might re- 
ceive would be charged in proportion to wages earned against the 
account of his employer. 


In the case illustrated above, assume that an employee became 
unemployed under circumstances which resulted in a $100 charge 
against the account of the employer. It would then be found at the 
end of 1942 that the employer’s balance in his account was $100 
short of the 15 per cent level required if he is to enjoy the lowest 
contribution rate of 1 per cent. Since his balance is not equal to 
15 per cent of his annual payroll, the employer is subject to the 
next higher contribution rate of 1.5 per cent. On a $1,000,000 
payroll the difference between a contribution rate of 1 and 1.5 per 
cent is $5,000. The $4,900 in excess contributions remains to the 
employer’s credit, but had this one layoff not occurre+, it would 
have been unnecessary to make the additional .5 per cent contri- 
bution. 


Stated in another way, it may be said that in Ohio, any unem- 
ployment benefits charged to an employer’s account prior to De- 
cember 31, 1942, represents an additional cost or extra cost at- 
tributable to the work on which the benefitting employees were en- 
gaged. Subsequent to 1942, small drains against the employer’s 
account for unemployment benefit charge purposes are not im- 
portant if his payroll remains constant, as there is a minimum 
contribution rate in effect. After 1942, therefore, an employer 
may have benefits charged to his account up to as much as 1 per 
cent of his gross annual payroll without incurring liability for 
additional contributions above the minimum rate of I per cent. 
The same principal may be applied in other states where an ex- 
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perience rating, based upon the status of an individual employer's 
account, is in operation, even though there may be differences in 
the method of charging to the employer accounts. In Ohio, for ex- 
ample, the charges of unemployment benefit amounts paid to em- 
ployees are made against the accounts of all the employers for 
whom the employee has worked subsequent to the first day of the 
individual’s base period. These charges are made in inverse 
chronological order, the most recent employer being the first sub- 
ject to the benefit charges, and his earliest employer in the base 
period being the last to be charged with benefit payments. 

In Michigan the account of the most recent employer is the only 
one which bears the benefit charges. In Illinois the account of the 
most recent employer alone is charged with benefit payments, ex- 
cept where the individual has not earned definite amounts of wages 
with such most recent employer. In these cases charges for benefit 
purposes are made against the two most recent employers in in- 
verse chronological order. 


Charges Against Employer's Reserve in Nature of Added Labor 
Cost 

In all states carrying an experience rating provision with indi- 
vidual employer accounts, whether of the outright reserve type as 
in Wisconsin, or of the simple pooled type as in Ohio, or of the 
combination reserve and pool as in Indiana, an original capital ex- 
penditure is required of an amount equal to 10 per cent to 15 per 
cent of the annual payroll. Additional amounts in contributions 
are merely the collection by the State of the deferred wages it has 
paid to the employees in the form of unemployment benefit pay- 
ments. Thus, in states having laws of this type, an employee who 
earns $100 in wages on a temporary job, and who subsequently 
draws $16 in unemployment benefits as a result of such employ- 
ment, actually represents a wage cost of $116. There seems to 
be no real reason why this $16 additional charge should not be 
made against the work performed by the individual while earn- 
ing his $100 in direct wages. 

In other states, such as New York, Pennsylvania, Rhode island, 
Massachusetts, etc., an experience rating provision is not included 
in the unemployment compensation law. Until such provision is 
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written into the act, the costs of unemployment compensation re- 
main at a constant level of 2.7 per cent of the gross payroll. It 
may be quite satisfactory under these circumstances to treat un- 
employment compensation contributions as an item of general 
burden, but some employers are beginning to question the validity 
of such a distribution, preferring to have the unemployment com- 
pensation contributions allocated to that part of the payroll which, 
for lack of a better term, may be called the “protected payroll.” 
The reasons underlying this preference are clear. The risk of un- 
employment faced by the president of the company is nil; never- 
theless, on his salary a contribution of 2.7 per cent must be made 
| to the unemployment compensation fund. A punch-press hand em- 
; ployed on a temporary job faces a very definite risk of unemploy- 

ment, and should he qualify for benefit payments, he will draw 

against the company’s account at 2% per cent to 12% per cent of 

the amount earned by him in wages, although while on the payroll 

the company contributed to the fund against his earnings only 


— 7 


2.7 per cent of his wages. 


Application of Payroll Taxes to Protected Payroll 


To allocate the costs of unemployment compensation to the pro- 
tected payroll instead of the gross payroll, a distinction is made be- 
tween those jobs which remain filled even during the most severe 
depression conditions and those apt to become unoccupied as a 
j result of fluctuation in business volume. These unemployment 
compensation contributions may become a burden of 6 per cent, 

8 per cent, 10 per cent or even more of the direct payroll and be 
thus absorbed in the manufacturing costs of the units produced. 
This probably gives a more accurate figure than a distribution of 
costs over the entire payroll as a burden item. 

In the very near future it is expected that the proposed New 
York type of experience rating will be adopted by many other 
states. Texas has already written the New York plan into its law, 
and the new experience rating provision may therefore come to be 
called the Texas Plan. 

The principles of this new experience rating plan have been ac- 
cepted in Illinois and several other states, and before this article 
is published, will have been included in the laws of such states. 
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Under this type of experience rating contribution, rates are fixed 
by law at exact figures only for the first three calendar years dur- 
ing which the employees of an employer might receive unemploy- 
ment benefits if otherwise eligible. To all intents and purposes this 
means that the experience rating provisions become operative five 
years subsequent to the date on which contributions under the state 
law first began to accrue. For this five-year period the contribu- 
tions to the unemployment compensation fund may be treated as a 
capital expenditure and written off as such. Thereafter the contri- 
bution rates are a reflection of two factors: first, the experience of 
the employer in causing original unemployment; and second, the 
experience of the state as a whole with average length of benefit 
duration. When this type of experience rating becomes operative, 
the contribution rate of the individual employer will vary from 
year to year, frequently due to causes entirely beyond the employ- 
er’s control. Here again it may be worthwhile to suggest that the 
unemployment contributions, irrespective of their actual amount, 
be related to the direct payroll only and distributed accordingly. 


Voluntary Contributions 


As a part of the accountant’s job, the management expects to be 
informed of every device that will enable him to avoid unnecessary 
expenditures. In this connection, the possibilities of the voluntary 
contribution should not be overlooked. Under state laws which 
provide for voluntary employer contributions, substantial savings 
may accrue from judicious action. For example, an employer with 
a $1,000,000 annual payroll may find, at the end of a year, that his 
account under an experience rating law is $100 short of the 
amount entitling him to the next lower contribution rate. By mak- 
ing a voluntary contribution of $100 in the current year, the con- 
tribution rate of the employer during the ensuing year may de- 
crease by an amount equal to .5 per cent to 1.7 per cent of his 
gross payroll, or from $5,000 to $17,000. 

In a state such as Michigan, 20 per cent of all contributions are 
diverted to the “pool” and only 80 per cent credited to the indi- 
vidual employer account. Where voluntary contributions are 
made, no part is diverted to the “pool” and the entire amount is 
credited to the employer’s account. 
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Where substantial drains have been made from an employer’s 
account due to unemployment under state laws of this type, the 
voluntary contribution offers large possibilities of saving, particu- 
larly in those years where a net profit has been earned and income 
taxes are payable accordingly. In this connection, it should be re- 
membered that contributions to the unemployment compensation 
fund are not taxes, as they are not used for governmental pur- 
poses. They are, however, operating expenses, and may be treated 
as such on the tax returns. 

The amount of voluntary contribution is not deductible as an 
offsetting credit under Title IX of the Social Security Act, but 
where it serves to reduce the contribution rate of an employer in 
the subsequent year, such lowered contribution rate is recognized 
under the additional credit provisions of Title IX. 


The Role of the Cost Accountant 


In conclusion, attention should be directed to the role the cost 
accountant plays in originating practices and policies leading to 
more economical operations. Taking for granted the fact that the 
provision of unnecessary unemployment in states with experience 
rating provisions does effect substantial savings, what can the ac- 
countant do to institute preventive measures? Most important is 
the establishment of the extra costs involved when employees are 
hired for temporary periods in order to get out rush orders. By 
tracing the costs of unemployment compensation back to their 
point of origin, it is frequently found that the extra costs of un- 


“employment benefits to employees hired on a temporary basis ex- 


ceed the indicated profits where this particular cost is ignored. 

In the purchasing department, the economies of quantity orders 
sometimes require the use of additional labor. What is the rela- 
tion of this extra labor cost to the savings resulting from the mass 
purchase? More careful budgeting of purchases can effect im- 
portant economies. 

The item of inventory is worthy of further study. If periodic 
layoffs may be avoided by increasing inventories, what is the cost 
of the unemployment compensation benefits thus saved as com- 
pared to the costs of carrying the abnormal inventory ? 

What about shipping practices? Instances have been known 
where a delay in shipping dates of some orders would avoid a 
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number of layoffs with consequent unemployment benefit costs. 
The amount thus saved was far in excess of the higher shipping 
costs when the product was shipped by a faster method of trans- 
portation than had been customary. 

Finally, it may be suggested that the accounting department 
establish more definitely than in the past the exact cost of a unit 
of labor turnover. Idle machine time, excess tool breakage among 
new employees, lowered production rates during the period of 
learning, excess supervisory time and training costs, are only a 
few of the elements that enter into the cost of labor turnover. 
Costs imposed by the Unemployment Compensation Act are rela- 
tively small in comparison to these other items. In recognition of 
the current trend toward governmental regulation, the margin of 
profit is constantly narrowing. Anything that can be done to avoid 
unnecessary costs, of course, makes possible the continuance of 
business and the maintenance of jobs. This—the profit motive, not 
profits themselves—has made American industry what it is today. 


A MERIT-RATING STUDY 
By W. Leonard Donovan, 
Certified Public Accountant, Springfield, Mass. 


HIS study was made at the suggestion of the treasurer of a 

company who was anxious to determine just what chance his 
concern had of obtaining a favorable rate: adjustment of its pay- 
roll tax rate for unemployment compensation in the future. It was 
also his purpose to find what measures could be taken to further 
improve the position of the company in this respect. 

As neither would add to the effectiveness of the presentation, 
the company has been given a fictitious name and in the case of 
the individual employees, names have been omitted and social se- 
curity numbers used. 


Provisions of Massachusetts Bill 


In considering the possibility of a merit rating which would re- 
sult in reduction of the payroll tax paid by this employer, it was 
necessary to arrive at the necessary factors now existent in merit- 
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rating sections of state laws. The total payroll, average annual 
payroll for three years, benefits paid by years, contributions to the 
fund and balance remaining in the fund had to be calculated. As 
this company operates in Massachusetts, and inasmuch as the 
State law contains no definite merit-rating plan, it was necessary 
to explore the mysteries of House Bill 1641. This bill, fostered in 
part by the Associated Industries of Massachusetts, is now before 
the legislature of the Commonwealth with a good chance of being 
passed and eventually becoming the merit-rating plan for Massa- 
chusetts. 

In brief, the plan covered in House Bill 1641 is worked on a 
basis of ratios. The first, or employer ratio, is obtained by divid- 
ing the benefit wages for three years by the total payroll for three 
years, benefit wages being the bas: wage used in computing the 
benefit determination on claims by employees. The total benefit 
wages, therefore, is the total of the bases used (not exceeding 
$1,280 for a single employee) in connection with the claim for a 
given year. The second rating is the State experience ratio, and 
is arrived at by dividing the total benefit wages of all employers 
for tauree years into the total benefits paid from the state fund in 
the same three years. 

In this manner a floor has been established so that the State 
fund experience ratio is also a factor in determining the employ- 


,er’s rate. If, at any time, the State fund should fall below the 
‘ amount of the highest benefit expense experience for any calendar 


year in the ten most recent years, the director and council shall so 
announce. In the following quarter, all employers’ rates (except 
the 2.7 per cent rate) will be advanced .5 per cent. Should the fund 
continue below the highest benefit experience for two or more 
quarters, the director and council shall so announce. In the fol- 
lowing quarter, all employers’ rates shall be 2.7 per cent of the 
payroll. This rate would be discontinued when the fund reaches 
an amount one and one-half times the amount of the highest bene- 
fit expense experience. Discontinuance would become effective in 
the quarter following. The table shown in the act arrives at rates 
in the following manner: 
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if the State The rate will be: 5% 1.0% 1.5% 2.0% 2.7% 
F “yy Hagotonct Boome is 
SEP penedscnssesucetas 50% 100% 150% 200% 250% 
GQ eevsecncestencncns 25 50 75 100 125 
SD  ueeeeneeonsuseene 17 33 50 66 83 
DS eencnvessoscaneas 13 25 38 50 63 
S| eeeweeensnesenpeen 10 20 30 40 50 
SB c6sekessevsucetase 8 17 25 34 42 
TF pdb es neeeecnscceuas 7 14 21 29 36 
SD ‘ernecceeddcessvace 6 13 19 25 31 
 Veeenkdsdechownsue 6 II 16 22 28 
DD 6 hase acenmedondass 5 10 15 20 25 
BR. ccewwsqaseuneneaes 5 9 14 18 23 
PR.  -dbceccneciocadndes 4 8 13 17 21 
oe .  ceakhetebh pas oman 4 8 12 15 19 
i... cqawanadevepacweas 4 7 II " 14 18 
i... speeaennseseennene 3 7 10 13 17 
i. ‘pene neneenees seins 3 6 9 12 16 
Plt omectncensesens on 3 6 9 12 15 
De -  ¢eéts¢eecessateneas 3 6 8 II 14 
ME op bwsvwensocesnesss 3 5 8 II 13 
OP .. stesvesneteubaseus 3 5 8 10 13 
i ‘ecewcsoneseesece<s 2 5 7 10 I2 
SR bbc ste ctesiveseas 2 5 7 9 Il 
< e 2 4 7 9 II 
Mt. sbiwieeddesavsiven 2 4 6 8 10 


The fact that this plan has been given some consideration in the 
study is not due to the writer’s conviction that it is or is not a good 
one, but because it is the one now being given consideration by the 
legislature, which leads one to feel that it may be adopted. 


Payroll Ledger Listing 


The first step in the study was to list from the payroll ledger for 
the past three years, the experience with regard to each employee. 
The company maintains a ledger showing the payroll details and 
time details for each employee. The work sheet used (too large 
for reproduction here) was given column headings across the top 
as follows: 
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1. Employee’s Name 

2. Social Security Number 

3. Date of Employment 

4. Wages 1937 First Quarter 
5. Second Quarter 
6. Third Quarter 
7. Fourth Quarter 
8. Separation Date 

9. Wages 1938 First Quarter 
10. Second Quarter 
11 Third Quarter 
12. Fourth Quarter 
13. Separation Date 


14. Wages 1939 First Quarter 
15. Second Quarter 
16. Separation Date 

17. Benefit Wages 

18. Highest Quarter 


In making the listings on the master sheets columns, 17 and 18 
were not filled in at the time. In the event that an employee was 
separated and later returned to the payroll, the return date was 
listed in Column 3. Where an employee was on the January 1, 
1937 payroll, no date was shown in Column 3. 

An examination of the master sheets disclosed the following 
data : 


Periop JAN. I, 1937 TO JUNE 30, 1939 


Total listed employees ..........-... 188 
Total employees June 30, 1939 .....-. 104 
Net separations ............... 84 
Separated but ret’d to work .......... 6 
Total Separations ............. go 


Claims 


A recapitulation was made of all claim reports made by the 
Massachusetts Division of Unemployment Compensation. It was 
found that from the listing showing 90 separations, just 25 claims 
have developed to date. The payroll bases for claims date from 
January 1, 1937, so no data back of that date was taken into con- 
sideration in this study. 

The claims are listed on Exhibit B at the end of this article. The 
chart shown in Exhibit A was used in determining the amount of 
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benefits the employee was entitled to on the basis of the company’s 
records. 

The variances shown were checked and in the cases of claims 
No. 1 and No. 6, it was found that the employees had a prior wage 
record with a previous employer which increased the benefits, but 
under the law in Massachusetts, benefits are charged to the last 
employer. It will be seen that in many cases where further benefits 
were due, they were not paid. In this case the employee very likely 
became employed elsewhere (there are three other concerns in the 
city in the same business), in which case no further benefits are 
likely to be charged to this employer, as the new employer will be 
the most recent one in case of another separation from which a 
claim might arise. 

The greater number of claims in 1938, in comparison with 1939, 
is due to the fact that benefit payments were commenced in Mas- 
sachusetts on January 1, 1938, and thus cases arising from sep- 
arations in both 1937 and 1938 fell into the one year, 1938. 

The claims were discussed thoroughly with the department 
heads, and it was found that in no case was a protest ever filed. 
Going into the individual cases, it was found that, in the case of 
discharges for drunkenness, voluntary leaving for ill health, vol- 
untary leaving to enter business, and other reasons, had they been 
handled by prompt filing of Massachusetts C-10 Separation report, 
the amount of these claims might have been kept down. In the 
case of claims No. 23 and No. 25, both of these people are veter- 
ans of the organization, now in ill health, and may be able to re- 
turn to work within a few weeks before the claim payments reach 
any such figure as has been allotted to them. 

In connection with this failure to protest, the writer might say 
that it has been his experience that the absence of more than a 
promise of any merit-rating system in the Massachusetts law has 
led to a great deal of indifference among employers in connection 
with claims. With a merit-rating system established, employers 
will realize the importance of filing any protests they may feel 
obliged to make in some cases. The result is bound to bring 
about a much healthier condition of the fund. 

Exhibits C and D comprise a further study of the ninety cases 
of separation, classified by employees who have left permanently, 
and those who left and returned and may have left a second time. 
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Analysis of Claim Bases 

In exhibits C and D are shown the vital factors used in connec- 
tion with the state calculation on claims. 

For example, on Claim No. 15, by using the chart in Exhibit A, it 
was determined that $814.22 was the earnings figure upon which 
the $g1 claim was based. The figure in the Benefits Earned col- 
umn, $190, shows benefits earned by employee No. 026-10-7659 
throughout her stay with the company. The further benefits have 
not been claimed in this case. In the case of employees No. 024- 
05-8242 and No. 041-03-1779, one of whom left in April, 1939, 
and one in May, 1939, sufficient time has not elapsed in which to 
have the possibility of liability transference to the next employer 
a known fact, so potential claims of $54 and $42 respectively re- 
main. These employees may be employed at present in employ- 
ment which is not covered by the law, in which case, should they 
again become unemployed, the benefits paid will be chargeable to 
the Springfield Furniture Company experience record. 

in the case of Claim No. 22, the employee applied for and re- 
ceived all benefits due at the time, but should he remain unem- 
ployed into the current quarter, another quarter’s earnings become 
a basis for benefits, in which case $24 more would be paid to him. 

On Exhibit D, employees Nos. 027-01-7296, 017-01-6446, and 
017-01-7456 are not now with the company. In the event that they 
are still unemployed and make claims, the amounts shown would 
be due to them. 

r 
Summary 

In summing up the work done and the results shown, Exhibit E 
has been prepared to show how the various factors have been de- 
termined. It will be noticed that for the purpose of this study, 
potential claims have been included in the calculation of claims 
paid. This has been done so that the figure used will more nearly 
reflect the claims experience arising from the thirty months under 
consideration. 

The payments into the fund and toial payroll figures shown are 
those shown on the quarterly contribution reports to the State, 
which, incidentally, are always balanced in total with the employ- 
er’s payroll ledger. 
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Benefits paid on claims are taken from exhibit B and potential 
claims and benefit wage figures from Exhibit C and D. 

It is interesting to observe that the company, in thirty months, 
has a record of only .66 per cent per year claim paid experience. 
At the present time, the 4.99 per cent remainder in the fund would 
not qualify for a rate reduction under any of the merit-rating plans 
now appearing in the various state laws. 

The House Bill 1641 requirements of three years’ experience 
are, of course, not possible yet, but using thirty months’ benefit 
experience as against thirty months’ total payroll, a ratio of 6.62 
per cent is indicated. 

As it is significant that the state experience ratios in House Bill 
1641 stop at 24 per cent, it is quite possible that present indications 
to the Division Director are that the actual ratio at the present 
time is not going to run in excess of that figure. That being the 
case, according to the figures obtained, it seems reasonable to ex- 
pect a reduction in rate to 1.5 per cent and even a possibility of 1 
per cent under the plan. 

Steps have now been taken, in this particular plant, to guard 
against further questionable claims by using the protest privilege. 
This should insure an even better record for the next thirty 
months. It seems now that the rate of 2.7 per cent, if continued 
through 1940 and 1941, will produce a fund residue of over 10 per 
cent which should entitle the company, on a basis of other state 
plans, to a .9 per cent rate, if the fund is in excess of 10 per cent. 

The company has on its payroll 104 people who have been em- 
ployed since January 1, 1937, 43 of whom,have $400 limit quarter 
earnings. These latter, should they become unemployed, will re- 
ceive benefits at $15 per week, the maximum under the law. It is 
quite obvious that judicious handling of these 104 people, making 
every effort to continue their employment, is imperative. The al- 
ternative is several large claims, since from here on, large claims 
are likely to be the rule and not the exception. In the event that 
business reaches a point where all cannot continue in employment, 
a payment of $15 per week will substitute for benefits and preserve 
the record. The .9 per cent rate would result in a $2,500 per an- 
num saving, therefore a part of this at $15 per week over short 
periods, providing the number of cases are few, might be very wise 
spending. 
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Number 
017-01-6973 
015-05-2966 
034-05-9059 
017-01-0578 
027-01-7296 
012-09-5177 
030-07-2713 
026-10-7673 
026-10-7882 
016-10-7044 
026-10-7674 
034-05-5169 
017-01-6457 
017-01-6446 
026-10-7659 
034-05-8974 
020-07-3518 
032-09-4426 
017-01-5568 
013-16-7021 
034-05-7016 


031-03-5021 
017-01-6449 
034-07-2103 
034-07-0244 





~ 
CUOmMN AVS wWN— Oo 


— 
_ 


~ 


_ 


— 
> w 


— 
aw 


— 


— 
—a- 


» 
—) 


>t 


Entitled to 


Per Re ords 


$ 50.00 
60.00 
42.00 

195.00 
172.00 


Not eligible 


70.00 
99.00 
210.00 
70.00 
88.00 
40.00 
56.00 
110.00 
190.00 
177.00 
24.00 
55.00 
195.00 
48.00 
84.00 


$1,935.00 


$ 48.00 
286.00 
91.00 
360.00 


$ 785.00 





IX HIBIT 


Ai tually 
Paid 


108.00 
60.00 
42.00 

150.00 
72.00 
16.00 
70.00 
72.00 

120.00 
60.00 
40.00 
40.00 
56.00 

110.00 
91.00 
99.00 
24.00 
55.00 

195.00 
40.00 

28.00 


$1,548.00 


24.00 


234.00 


91.00 


315.00 


X 








SPRINGFIELD FURNITURE COMPANY 


ScHEDULE OF CLAIMS REPORTED 


Further 
Payments 


Tone 


$45.00 


$461.00 


$ 24.00 


52.00 








Back at work—part time 
Not claimed 


Not claimed 

Not claimed 

Not claimed 

Not claimed 

Back at work 

Back at work 

Back at work 
Not claimed 

Not claimed 





Back at work—part time 


Not claimed 
Not claimed 
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No. 
034-05-7127 
034-005-7673 
034-05-7325 
026-10-1035 
26-10-1034 
026-10-7659 
034-07-3786 
013-16-7436 
016-10-7044 
017-01-5568 
033-01-0331 
032-09-2168 
013-14-7062 
026-10-7674 
017-01-6450 
020-09-0071 
020-07-3962 
026-10-7882 
030-03-8577 
012-09-5177 
017-01-0578 
033-10-0093 
034-07-3568 
016-10-5193 
034-05-7816 
033-01-6949 
027-01-9133 
030-07-2713 
017-01-6973 
033-01-0333 
017-01-6442 
034-07-0244 
017-01-7066 
026-10-7663 
015-05-2966 
040-18-7444 
034-05-8974 
017-01-6449 


SCHEDULE 


Date 
Left 

9/1/37 
7/7/37 
7/21/37 
3/3/37 
3/3/37 
7/20/38 
5/19/37 
3/1/39 
9/15/37 
5/25/38 
4/21/37 
3/17/37 
9/15/37 
3/9/38 
9/26/38 
10/1/37 
10/6/37 
4/13/38 
5/11/37 
11/3/37 
12/28/37 
7/28/37 
6/9/37 
3/17/37 
6/8/38 
7/28/37 
4/28/37 
10/37/38 
1/12/38 
5/5/37 
5/26/37 
7/29/39 
2/24/37 
2/24/37 
12/16/37 
11/3/37 
6/15/38 
5/24/39 


Exuisit C 


SPRINGFIELD FURNITURE COMPANY 
oF EMPLOYEES WHO LEFT PERMANENTLY 


Benefits 
Earned 
None 
None 
None 
N one 
None 
190.00 
None 
None 
70.00 
195.00 
None 
None 
None 
88.00 
80.00 
None 
None 
210.00 
None 
None 
195.00 
None 
None 
None 
84.00 
None 
None 
70.00 
50.00 
None 
None 
360.00 
None 
None 
60.00 
None 
177.00 
286.00 


2,115.00 
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Claim 


(15) 91.00 


(10) 60.00 
(19) 195.00 


(11) 40.00 


(9) 120.00 


(6) 16.00 
(4) 150.00 


(21) 28.00 


(7) 70.00 
(1) 108.00 


(25)315.00 


(2) 60.00 


(16) 99.00 
(23)234.00 


1,586.00 


Benefit 
IVages Used 


814.22 


597.57 
1,578.97 


336.78 


989.30 


183.00 
1,200.00 


276.87 


616.79 
864.00 


2,600.00 


491.61 


824.98 
1,872.00 


13,246.09 


Potential 
Claim 
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Exuisit C—Continued 
SPRINGFIELD FURNITURE COMPANY 
SCHEDULE OF EMPLOYEES WHO LEeFrr PERMANENTLY 
Date Benefits Benefit Potential 
No Left Earned Clatm Wages Used Claim 
013-14-7641 11/17/37 None 
015-03-1938 5/19/37 None 
026-10-7662 8/25/37 72.00 None 
033-01-9971 7/7/37 None 
033-01-0330 3/17/37 None 
017-01-6447 5/26/37 None 
026-10-7673 1/5/38 99.00 (8) 72.00 595.43 
026-100-7876 2/17/37 None 
032-009-4221 7/14/37 None 
026-10-7891 6/6/38 156.00 None 
017-01-6451 11/17/37 165.00 None 
013-16-7021 11/9/39 48.00 (20) 40.00 409.95 
033-01-0329 4/21/37 None 
034-05-9381 3/8/39 390.00 Deceased 
034-05-9500 3/3/37 None 
026-10-7880 6/1/38 154.00 None 
020-07-3518 12/25/37 24.00 (17) 24.00 192.33 
017-01-6443 11/10/37 70.00 None 
013-16-7486 9/29/37 None 
017-01-0580 3/3/37 None 
034-05-8336 1/25/39 None 
034-05-9594 6/16/37 None 
017-01-6461 1/6/37 None 
026-10-7669 11/17/37 135.00 None 
034-07-2103 5/31/39 91.00 (24) 91.00 816.98 
026-10-7761 9/14/38 None 
034-07-7408 11/10/38 None 
016-10-3414 10/12/38 None 
024-05-8242 4/26/39 54.00 54.00 
034-05-4561 12/28/38 None 
041-03-1779 5/17/39 42.00 42.00 
034-10-3324 10/26/38 None 
031-03-5021 4/26/39 48.00 (22) 24.00 223.65 24.00 
026-10-6799 11/2/38 None 
015-18-0569 2/15/39 None 
015-07-3071 9/21/38 None 
014-05-8416 1/4/39 None 
034-07-6486 3/15/39 None | 
~- _ —— 
1,548,00 251.00 2,238.34 120.00 


120 








September 15, 1939 N. A. C. A. Bulletin 





Exuisir C—Continued 


SPRINGFIELD FURNITURE COMPANY 
SCHEDULE OF EMPLOYEES WHO LEFT PERMANENTIY 














Date Benefits Benefit Potential 
No Left Earned Claim Wages Used Claim 
038-05-0849 1/13/39 None 
021-186-4028 5/17/39 None 
034-05-5688 2/1/39 None 
$2,115.00 1,586.00 13,246.09 _ 
1,548.00 251.00 2,238.34 120.00 
Total Left Permanently 3,663.00 1,837.00 120.00 
Left and Returned 509.00 375.00 3,327.44 387.00 
$4,172.00 2,212.00 28,811.87 507.00 
Adjustments to $1,260.00 to Bill 1641 limits 
Claim 19 298.97 
Claim 23 592.00 
Claim 25 1,320.00 2,210.97 
$26,600.97 
Exurisit D 
SPRINGFIELD FURNITURE COMPANY 
ScuepuLe or Empiovees Wuo Lert anp Later REeturNneD 
Benefit 
Date Benefits Wages Date Potential 
No. Left Earned Claim Used Left Claim 
033-01-0332 3/24/37 None 4/26/39 None 
026-10-7887 11/17/37 None 
027-01-7296 4/15/38 72.00 (5) 72.00 637.64 1/11/39 63.00 
034-05-9059 4/1/38 42.00 (3) 42.00 369.34 
034-05-5169 1/12/38 40.00 (12) 40.00 379.55 
034-05-5949 10/1/37 None 1/25/39 None 
032-09-4426 6/30/38 55.00 (18) 55.00 450.00 5/15/39 None 
017-01-6446 1/5/38 110.00 (14) 110.00 947.07 99.00 
017-01-6456 4/20/38 135.00 None 4/19/39 225.00 
018-01-5571 3/10/37 None 
017-01-6457 5/26/37 56.00 (13) 56.00 543.84 
509.00 —~—«-375.00—«-2,327.44 "387.00 
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Exuisit E 
SPRINGFIELD FURNITURE COMPANY 
SUMMARY OF DaTA ASSEMBLED 


Paid into Fund Total Payroll 
1936 $1,403.21 155,912.00 
1937 3,168.62 176,036.00 
1938 4,066.72 150.619.00 
1939 6 mos 2,030.57 75,206.00 


Total 10,669.12 159,322.00 ( Average) 
a $401,860.00 (30 mo. payroll) 


Benefits Paid on Claims 


1938 $1,548.00 
1939 To date 167.00 


1939 Settled to be paid 497.00 


2,212.00 


Fund to Date 
Less Claims 
Claims of $2,719.00 in 2% yrs. or 


4 cy 
Less Potential $1,087.60 per year. 
Claims 


Ratio of Average Annual Claims to Average Annual Payroll 
1,087.60 
—_—— = .0068 
159,322.00 
7,950.12 


Ratio of Fund Balance to Average Payroll — = .0499 


159,322.00 


26,600.97 
————— = 062 
401,860.00 


Ratio of Benefit Wages Used to 30 mo. Payroll 


If State Experience Rating is 7% 
15% 
23% 


over 24% 


Contribution rate will be 


In other words, a State Experience rating of 7 per cent would result in a 
ratio of .5 per cent or a saving of $3,300 per year. If the State Experience 
ratio is 15 per cent, the saving would be $2,550 per year and a State ratio 


of 23 per cent would result in a rate saving $1,800 per year. 
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